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Erickson & Brooks, certified Public Accountants, is accurate.
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lNDEPENDENT ACCOUNTANT'S REVIEW REPORT

To the Board of Directors
Sodtown Telephone Company
Ravenna, Nebraska

We have reviewed the accompanying balance sheets of Sodtown Telephone (a corporation) as of December 31,
2012 and 2011, and the related statements of income, changes in members'equity and cash flows for the years
then ended. A review includes primarily applying analytical procedures to managemenfs financial data and
making inquiries of Company management. A review is substantially less in scope than an audit, the objective of
which is the expression of an opinion regarding the financial statements as a whole. Accordingly, we do not
express such an opinion.

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America and for designing, implementing,
and maintaining internal control relevant to the preparation and fair presentation of the financial statements.

Our responsibility is to conduct the review in accordance with Statements on Standards for Accounting and
Review Services issued by the American lnstitute of Certified Public Accountiants. Those stiandards require us to
perform procedures to obtain limited assurance that there are no material modifications that should be made to
the financial statements. We believe that the results of our procedures provide a reasonable basis for our report.

Based on our review, we are not aware of any material modifications that should be made to the accompanying
financial statements in order for them to be in conformity with accounting principles generally accepted in the
United States of America.

ERICKSON & BROOKS

+ .6^a*fra-

Fremont, Nebraska
September 13,2013
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Cunent assets:
Cash
Temporary cash investments
Telecommunications accounts receivable
Material and supplies (at cost)
Prepaid income taxes
Prepaid expenses

Total current assets

Propefi, plant and equipment:
Telecommunication plant in service

Less accumulated provision for depreciation

Current liabilities:
Accounts payable
Customer deposits

Total cunent liabilities

Equity:
Memberships
Patrons' capital credits assig ned
Patrons' capital credits assignable
Retained earnings

ASSETS

LIABILITI ES AND EQUITIES

I
I
_L^I

T
II
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I
T
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See accompanying notes and independent accountants' review report.
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2011

Operating revenues:
Basic local network services
Network access services
Billing and collection
Miscellaneous

Operating expensesl
Plant specific operations
Plant nonspecific operations
Depreciation
Gustomer operations
Corporate operations
Property taxes

Operating income

Other income (expense):

lnterest income
Miscellaneous
Specialcharges
lncome tax effects of above - current

Net income

II
I

j
I

-$r

II
I

J
_sJI

See accompanying notes and independent accountants'review report'
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Patrons' Patrons'
CaPital CaPital
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Retained
Earninos

Balance - December 31, 2010

Change in membershiPs
Net income
Assignment of 2010 patrons' capital
Distributions

Balance - December 31,2411

Change in memberships
Net income
Assignment of 201 1 patrons' capital
Distributions

Balance - December 31,2012

Total

IIIII

$I$I$I$I$I

IIIII
-$-r s.^I $,I gE sfIf

See accompanying notes and independent accountants'review report.
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Cash flows from operating activities:
Cash received frorn consumers
Cash paid to suppliers and employees
lncome tax refund received
lnterest and dividends received

Net cash provided by operating activities

Cash flows from financing activities:
Capitalcredits paid
Memberships returned
Decrease in:

Customer deposits and advanced payments

Net cash used by financing activities

Net decrease in cash

Cash - beginning of year

Cash - end of year

Reconciliation of net income to
net cash provided by operating activities:

Net income

Adjustments to reconcile net income to
net cash provided by operating activities:
Depreciation
Reinvested interest income

(lncrease) decrease in:
Accounts receivable
Prepaid income taxes
Prepayments

lncrease (decrease) in:
Accounts payable

Net cash provided by operating activities

20.!1II
I

IT
I

I
$I

$I

Ir
I

$I

2012II
I

II
I
I

$I

$I

I
I

See accompanying notes and independent accountants' review report.
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Nature gf Opefations

sodtown Telephone company provides communication services to customers located in rural Ravenna,

Nebraska. The company d;i" dredit to 
"riior"ir, 

substantially all of whom are residents of the areas served'

Sy,stem of Accounts

The accounting policies of the company conform to generally accepted accounting principles and reflect practices

appropriate to the telephone industry.-The at*r'iiititi r.eclrqg of the compSLV are maintained in accordance with

the Uniform system'oi Accounts' ror ctjis A ind B Telephone^ tjtititi-es. as prescribed by the Federal

i;,,,.[,;;;iion! Co*rission (FCC) and the Nebraska Public Service Commission'

Use of Estimates

The preparation of financial statements in conformity with accounting principle.s generally accepted in the United

states of America ,"qrii"i management tomaie tJtimates and assirmptionsthat affect the reported amounts of

assets and liabitities and disclosure of 
"oniing"ni 

jr"iti and liabilities at tne date of the financial statements and

;p"rt"J;rounts of revenues and expeniei ouring the reporting period. Actual results could differ from those

estimates.

Property and EquiPment

Telephone plant is capitalized at original cost, including the capitatized mst of salaries and wages, materials,

certiain payroll taxes and employee benefits.

Renewals and betterments of units of property are charged to telephone plant in p.rvige. when telephone plant is

retired, its cost is removed from the abset actount and-ctrarged against'accumulated.depreciation, togetherwith

removal costs less 
";y 

;;lr;g; realized. No gains or losses ire re-ognized in connection with routine retirements

of depreciable telephone property. substantiil early retiremqnts of assets are charged to defened charges and

amortized in accordance with the rules oi iri" l.tebrast<a Public service commission. Repairs and renewals of

minor items of property are included in plant specific operations expense-

Depreciatlon

The company provides for depreciation for financial reporti_ng purposes on the straightJine method by the
. 

application of rates based on ihe estimated seryice live's of the various classes of depreciable property' as

ai:iroveO by the Nebraska Public Service Commission'

Cash and Tempo.rary Qash, lnvestmeQts

cash consists primarily of checking and savings accoynts,.which may b3 liquidated in a period of less than 90

days. certificates of deposit and other .uc*ru"I with original maturities of one year or less are classified as short-

term cash investments. cash and short-term cash invistments are stated at cost, which approximates market

value.

Telecommunications Accounts Recfivable

The Company carries its accounts receivable at cost. Management evaluates its accounts receivable on a

oeriodic basis. Doubtful accounts are written off as deemed necessary. lt is managemenfs opinion that all

ai"ount" represented on the balance sheet are collectible.

-6-



REDACTED - FOR PUBLIC INSPECTION
soDTowNl TEL,EPHqN E pqn4PANY

RAVEN,NA. NEqRASKA
NOIES TO FJNANCIAL S.-U\TEMENTS

qECEMBER 31. 2012 AND ?011
(continued)

Received & lnspected

ocT 2 4 2013

FCC Mail Room

M,aterials and SuPplies

lnventories are strated at the lower of cost or market. Cost is determined principally by the average cost method'

lnventories consist of finished goods such as cable and pedestals.

Pattgnaoe Caoital

The Company is a Cooperative of which most subscribers are members, A membership certificate is..issued to

each subscriber who becomes a member, which will allow the subscriber to vote at the annual meeting. Each

subscriber is allocated a portion of margins from member income based on usage'

Revenue Recognition

Toll, access, local seryice and misceltaneous revenues are recognized when earned regardless of the period in

which they are billed.

Network access revenue related to interlata and intralata toll service is received under a system of access

crrarges Access cnargps repieient a methodology by which local telephone comPan'tes, inctuding the company'

"n"r6" 
the long distan-ce cairier for access and iriterconnection to local facilities. The company follows an.acc€ss

tariff filed with the Nebraska pubtic service commission for intrastate charges and the Federal communications

Commission for interstate charges.

When network access service revenues have been received pursuant to the settlement and access agreements

aoove, they are divided into traffic sensitive, nontraffic sensitive and billing and collecting portions. The revenues

are then either placei iniJ, iommon pooling arrangement with other exchange carriers for redistribution or kept

uv tn" C"rpany. ttre redistributions aie male acoirding to formulas established by the governing boards of the

pools and are generally based upon expenses incurred ind investment maintained- The company participates in

a pooling arran-gement witn tne National Exchange Carrier Association'

lnterstate setflement, access, and pool distribution revenues are recorded when the amountrs become

determinable. Retated expenses are recorded when incurred. Subsequent hue-ups and retroactive adjustments,

which are generaily u[o*Eo ror i period of 24 months after the ctose of the related calendar year' are recorded in

the year in wnicfr such adjustments become determinable'

ln addition to recoveries from NECA, the Company also receives revenue from the Universal Service High cost

Loop-Funa administeied by the universat s6rviie Administrative company (usAc). The amount of support

received from usAC is bas6a on the number of customers served and the cost of providino services in that area

beino in excess of the national average, as determined by the FCC. The company r6ceived |*no
$I respectively, forthe years ended December 3,1,2012 and 2011.

The abilig of NECA and usAC to prwidg these revenues to organizations similar to the company is contingent

,pon i"writory and Ggiri"iir" rutds whicn provide for the.continuance of rate of return regulation and universal

service support as cur-rentty enacted. Any regulatory or legislative changes that reduce the rate of return or

universal support mechanism and the amount of reveriues may have a material impact on the Company.

lncqme TEtxes

The company reports taxable income under section 501(c)12.of the lnternal Revenue code as a nonexempt

.oopuo6r",'p"rmitting the cooperatlve to exclude from'taxable income, margins generated from providing

communication ="*id. to patrons. when income from nonmember sources exceeds a set percentage of total

income estrablished oy ir,e rnternal Revenue Service, the non-patron source income becomes subject to taxation.

lncome taxes herein' ,ru pr*ioud for the tax effects of nonmember transactions reported in the financial

statements and consist of taxes cunently due plus deferred taxes.
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ln accordance with the FinancialAccounting Standards Board's Accounting Standard's Codification No. 740, the
Company is required to inventory, evaluate, and measure all uncertain tax positions taken or to be taken on tiax
returns, and to record liabilities for the amount of such positions that may not be sustained, or may only partially
be sustained, upon examination by relevant taxing authorities. The Company's income tax filings are subject to
audit by various taxing authorities. The Company's open audit periods are 2009-2012. ln evaluating the
Company's tax provisions and accruals, future taxable income, and the reversal of temporary differences,
interpretations, and tax planning shtegies are considered. The Company believes their estimates are appropriate
based on current facts and circumstiances.

Sales Tax

The Company excludes from its sales all sales taxes assessed to its customers. Sales tiaxes assessed are
recorded as accrued liabilities on the balance sheet until remi$ed to the state agencies.

Note 2 , lnvestment in Property, Plant and Equipment

Telephone plant in service and under construction is stated at cost, Listed below are the major classes of
telephone plant in service and the composite depreciation rates as of Decernber 31,2012 and 2011.

Other work equipment
Buildings
Fumiture and office equipment

Central office equipment
Buried plant

Less: Accumulated depreciation

Net property, plant and equipment

The Company provides for depreciation on a straight-line basis at annual rates which will amortize
depreciable property over its estimated useful life.

Note 4 - Subsequent Events

The Company has evaluated all subsequent events through September '|.3, 2013, the date the financial
statements were available to be issued. There were no events that required disclosure.

Rates

II

-

I

-

2012I
-I$Il

2011II
$I

Note 3 - Concentration of Credit Risk

The Company maintains its cash balances with one financial institution located in Cairo, Nebraska. At times,
these balances may exceed the limits insured by the Federal Deposit lnsurance Corporation (FDIC). At December
31,2012, combined uninsured amounts held atihis financialinstitution totaled $I
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